I Introduction
The year 2009 will witness the twentieth anniversary of Poland s transition from what was previously referred to as socialism and today is known as Communism 1 to a democratic system with a market economy The transition anniversary is a good opportunity for summarizing the changes that have taken place in Polish economics and the Polish economy over the last twenty years The
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II Polish Economics and the Polish Economy before World War II
Since social and economic transformation is a long-term process understanding current phenomena without historical analysis is often impossible In an attempt to understand the Polish transition distant historical events that restricted the development of Poland s economy and Polish economics must occasionally be focused upon In particular it is worth recalling that at the end of the eighteenth century as a result of numerous partitions Poland ceased to exist as an independent and integrated political economic and social state In the nineteenth century-a crucial period for the development of economics as a science and the market economy in Europe-owing to Poland s loss of sovereignty and division among Austria Prussia and Russia the Polish society did not participate as an independent body in political and economic life in Poland In addition Austria Prussia and Russia treated Poland s territory as a peripheral and buffer area Such lack of sovereignty also resulted in rather limited opportunities for academic activity University education in the Polish language existed only in Austrian Poland Guzicki and urawicki 1969 198 Scientific societies were a substitute for Polish-language academic institutions; some of these societies are surviving to this day In 1887 despite difficult conditions caused by the lack of political independence representatives of all three parts of partitioned Poland held the first congress of lawyers and economists in Cracow-Poland s capital until the 17th century and the main city of the area under Austrian rule The year 1900 witnessed the publication of the first issue of Ekonomista which continues to be a flagship Polish economic journal even today
One of the implications of World War I was a radical change in the political map of Europe In 1918 Poland regained independence The legacy of the period of partitions included fundamental problems e g three different legal systems lack of an independent currency or a uniform banking system as well as practical difficulties e g the lack of a direct rail link between Warsaw Poland s capital and Poznań the main city of the Great Duchy of Poznań which encompassed the territory of Prussian Poland A rather serious threat to the re-emerging state came from the fact that its borders were neither clearly established nor accepted by neighboring countries Of particular danger were the Russian revolution and the resultant Polish-Soviet war Another serious problem was the economic consequences of World War I However despite all the above-mentioned problems and threats as well as politically and economically destructive phenomena such as hyperinflation Poland managed to survive the most difficult initial years of independence and gradually began to develop A symbol of the new economic era was the currency reform of 1924 which replaced the Polish mark with the zloty that was pegged to gold In 1929 Poznań hosted the General National Exhibition that presented the economic achievements of the first decade of independent Poland
The Great Depression had a significant impact on the Polish economy It is an established fact that Poland s economic crisis began to subside only in 1935; it was a time when the country faced with an increasing threat from Germany and the Soviet Union launched its industrialization and economic modernization programs The outbreak of World War II on September 1 1939 marked the end of what is now referred to as the Second Republic the First Republic was the pre-partition Noble Republic
The two decades of the interwar period witnessed the development of economic studies in Poland s main academic centers particularly Warsaw Cracow and Poznań as well as Lvov and Vilnius which belonged to Poland in the interwar period These five cities had state universities the oldest of which was Cracow s Jagiellonian University established in 1364 and the newest was Poznań University founded in 1919 In addition to the five universities there were also higher schools of commerce which initially possessed no academic rights 2 In the interwar period the research areas of Polish economists reflected the main trends in world economics and were related to the development of the neoclassicalAustrian-and mathematical schools of thought In this period the research of Polish economists was also influenced by historicism or Marxism However in general apart from a few scholars the achievements of that generation of Polish economists could hardly be described as original However there were certain notable exceptions including Adam Krzy anowski 1873-1963 who was considered to be the main representative of the liberal Cracow school influenced by In economic terms the consequences of war damage were rather significant Consequently merely 27 years after regaining independence in 1918 Poland faced the need to rebuild its economic structure almost from scratch As has been previously mentioned initially it appeared that Poland would be able to preserve the status of a country that was at least partially independent of the Soviet Union However this period lasted from July 1944-when the Red Army crossed the new Polish-Soviet border on the River Bug and a new Polish government began to reconstruct the country s administration-to the year 1948 It was in these years that the so-called triple-sector economic model was being promoted in Poland The model was based on the coexistence of the state sector private sector and cooperatives Further it was decided that certain elements of central planning must be introduced in the economy which was manifested in the establishment of the Central Planning Office CUP headed by well-known economist Czesław Bo-browski 1904 Bo-browski -1996 The CUP developed and supervised the implementation of the Three-Year Plan of Reconstructing the Economy 1947-1949 which was the only successful economic plan in the history of the People s Republic of Poland Both the concept of three sectors and other projects prepared by the CUP were developed predominantly by economists who were ideologically close to the Polish Socialist Party which could be described today as social democratic A sign of the relative freedom permitted in Poland in the first postwar years was the return of surviving members of the prewar academic community to Polish universities and other higher education institutions A Krzy anowski resumed work at Cracow s Jagiellonian University and E Taylor began lecturing in Poznań Those active in Warsaw included M Kalecki who soon moved to the UN E Lipiń ski A Wakar J Drewnowski and numerous others
In December 1948 at a unification congress the Polish Socialist Party was absorbed by the Polish Workers Party which was politically and economically much more proSoviet The unification congress and the creation of the Polish United Workers Party PZPR marked the beginning of the Stalinization of Poland The country became the Soviet Union s satellite which was expected to follow Soviet political social and economic models On the economic front the battle for trade of 1947 which dramatically reduced the number of private businesses operating in this sector of the economy was a harbinger of the new order However at the same time the economy suffered a shortage of consumer goods It was then that Poles obtained practical experience of a shortage economy which was introduced to world economics numerous years later by the Hungarian economist János Kornai Stalinism in Poland was a period of intense industrialization that was primarily related to the development of heavy industry and efforts for total nationalization of the economy The public sector comprised stateowned enterprises and cooperatives The latter due to organizational and administrative restrictions imposed on them were very different from the traditional cooperatives Therefore attempts were made to use the concept of cooperative movement to radically change the ownership structure of agriculture Cooperatives modeled on the Soviet concept of collective farms were supposed to eliminate the private sector that was based on family-owned farms The government was determined to transform Polish agriculture for several reasons One of them was the fact that people who lived in rural areas accounted for 60% of the population and were very strongly attached to the Catholic Church which expressed its reserve and criticism with increasing openness toward the government s policy However the policy of collectivization did not produce the desired results 6 This fact had crucial implications for the entire period of a centrally-planned economy in Poland because the country preserved a farming model based on private ownership This distinguished Poland from those countries that maintained rather close economic and political relations with the Soviet Union Permitting the existence of privately-owned farms did not imply that the authorities accepted the free market Rather they imposed a system of obligatory supplies of farm produce on private farmers which had to be sold at low prices that were determined by the state This system was abolished only in 1972
Further the Stalinist-period policy of intense industrialization ended in failure The Six-Year Plan 1949-1955 which emanated of this policy led to permanent and increasing disproportions in the development of various industries particularly the favored production of means of production and consumer goods
In the field of economics Stalinism in Poland was a period of evident stagnation or even regression Only Marxist-Leninist economics was recognized Prewar professors were dismissed from universities by being forced to take early retirement Therefore the form of official Polish economics was determined by economists who accepted Marxism in its version imported from the Soviet Union
At Successive five-year plans which determined the direction of Poland s economic development basically adopted the principles of the Six-Year Plan Strong preference was ascribed to industrial development particularly to heavy-and raw-material industries The production of consumer goods was considered to be of secondary importance Moreover the development of the so-called non-productive sphere was regarded as essential although not of primary importance International economic relations were dominated by trade with the Soviet Union However an unattainable ideal was the concept of autarchy which entailed an anti-import preference rather than pro-export production
In economics just as in Poland the post-1956 period was a time of unfulfilled expectations for major changes Although certain previously dismissed professors returned to their universities and books like the above-mentioned work by W Wilczyń ski 8 were finally published a significant role continued to be played by economists who were faithful to Marxist-Leninist orthodoxy and were supported by the authorities Under the guise of providing career opportunities for young and talented academics the higher education act was amended in a manner that made it possible to promote people without requisite or formally confirmed academic achievements In most cases this amendment was used to help those who held political views that were accepted by the authorities It must be added that in the same year of 1968 Hungary launched an economic reform that involved a partial departure from the principles of a command economy toward market-oriented solutions even if these were rather limited Moreover Czechoslovakiadespite the suppression of its political reform through the Warsaw Pact invasion-continued a policy of improvement of the economy much more effectively than was done in Poland particularly as far as the availability of consumer goods in the market was concerned In December 1970 increasing economic problems caused further social unrest which led to the tragic events in Gdań sk Elbla˛g and Szczecin where protest demonstrations by workers were bloodily suppressed by authorities However the revolt led to changes in the Communist party leadership and government and revived hopes that Poland-although remaining within the Eastern bloc for geopolitical reasons-could adopt a less orthodox system than that in the Soviet Union
The new authorities decided to radically transform Poland s economic situation by opening-up its economy to the world partic-ularly to highly developed countries with free-market economies Technologies bought on credit and credit-based investment projects were expected to lead to a great leap toward economic development Consequently the import and production of consumer goods increased Poles enjoyed greater freedom to travel abroad than citizens of other East European countries However it was soon revealed that in a system based on the concept of political monopoly the limits of economic reforms are ruthlessly determined by transformations and decisions made in the political sphere Successive advisory committees composed of economists and designed to support the government in economic transformation met with a refusal to accept almost anything that was remotely associated with extensive economic decentralization and an increased role of classical i e free-market economic mechanisms An example of this was the establishment of Large Economic Organisations WOGs Modeled on large concerns these companies or groups of companies were designed to operate using parametric instruments rather than tools typical of a command-economy system However instead of being instruments for economic modernization WOGs became a symbol of Polish economic problems due to lack of determination combined with inherent features of the system Acting as monopolists who did not face competitive pressure WOGs often defied economic logic: On the one hand they maximized costs on the basis of which profits defined as percentage of costs were determined; on the other hand they minimized benefits particularly in the qualitative aspects In the mid-1970s Poland was burdened with an ever-increasing debt which was not being handled effectively In 1976 the government announced that it would be conducting an economic manoeuver a policy of austerity in investment and consumption Thereafter growing social discontent caused the worker protests of June 1976 the nationwide strikes of August 1980 and the birth of Solidarity-an independent trade union headed by Lech Wałesa
In economics the years 1971-1980 witnessed the publication of certain texts that encouraged economic reforms; however in the same period the position of economists whose views were hostile to anything that was associated with the free market and economic calculation continued to remain rather strong It is worth noting that one of the consequences of Poland s considerable in relation to other East European countries openness to the West was that a relatively large number of Polish economists maintained relations with colleagues in countries with market economies Moreover although the relevance of the knowledge and experience gained in this manner was rather limited in Poland during that period it proved extremely useful in the initial years of the country s transition
In the discussion of academic achievements in the 1970s in Poland the work of economists from the circle of Jan Muj el 1923 -2006 and Cezary Józefiak 1932 -2007 15 is worthy of special mention However the Polish Spring of Solidarity did not last very long In December 1981 the authorities imposed martial law which still arouses strong emotions and has created divisions within Polish society There is a continuing dispute among historians with regard to whether and to what extent martial law was inevitable in Poland s geopolitical situation at that time and whether there was actually a danger of Soviet invasion The period of martial law lifted in July 1983 and the years immediately after it represented a period of an almost total economic disintegration Poland was an extreme example of a shortage economy; the ration coupon system was universal A team headed by Władysław Baka b 1936 16 a well-known economist developed principles of economic reform The main concept was to gradually introduce mechanisms typical of a market economy such as prices determined by demand and supply or the possibility of a company s bankruptcy for economic reasons Further serious long-standing economic problems on the one hand and the beginning of perestroika in the Soviet Union on the other encouraged the Polish authorities to initiate the second stage of economic reform Officially it was never implemented because of an insufficient social support expressed in the form of a national referendum However certain ideas of the reforms were implemented and the most important among them was the economic activity act that was passed in December 1988 and popularly referred to after its main author as the Wilczek act The law which introduced considerable economic freedom even today is believed to be a piece of simple but effective legislation It was the Wilczek act that triggered an upsurge of private entrepreneurship in Poland This was one of the last events in the economic history of the People s Republic of Poland February 1989 witnessed the beginning of the Round Table talks As a result of these talks members of the democratic opposition were permitted to participate in the governance of the country The successive stages of the process initiated by the Round Table talks-the June 1989 election and the formation of a government headed by former dissident Tadeusz Mazowiecki in August 1989-marked the beginning of what is commonly referred to as transition in Poland Poland s economy inherited an enormous debt from the Communist era; this was completely incompatible with the requirements of a market economy that is part of the world economy The Polish economy was on the verge of collapse In 1988 the CPI inflation rate was over 60% and in 1989 it became over 250% In 1989 economic growth was 0 2% The distance expressed in terms of GDP per capita between Poland and betterdeveloped countries grew considerably instead of decreasing Thus Polish economics carried the stigma of marginalization in mainstream world economics An illustration of this was that in world economics the two figures most closely associated with Poland continued to be the long-deceased O Lange and M Kalecki Fortunately as has been mentioned earlier a relatively large proportion of particularly younger economists remained in close touch with Western economics which enabled them to use their knowledge and experience in the new political situation A symbolic figure in this group was Leszek Balcerowicz b 1947 of the Warsaw School of Economics; he lent his name to the economic program that was implemented in the initial years of transition
IV Transition in Poland and its Consequences
Transition in Poland encompassed three basic spheres: economic political and social In the economic sphere the essence of transformation is a transition from a centrally planned to a market economy In the political sphere transition implies a shift from an authoritarian or even totalitarian system to a democratic one Finally in the social sphere transition comprises changing a society that is based on imposed collectivism into one in which a significant role is played by individual activity As has been mentioned earlier in the economic sphere which is of particular interest in this paper the beginning of transition is associated with the Balcerowicz Plan Prepared by a team headed by L Balcerowicz 17 within a mere 111 days this package of ten bills marked a radical change in the Polish economic system The plan proved to be rather effective at least in the battle against visible signs of hyperinflation a CPI growth of almost 586% in 1990 Positive changes occurred promptly in the country s economic structure; moreover the government budget was in surplus The rate of economic growth accelerated overtaking numerous other countries also undergoing transition and reached a rather high level of +5 4% in 1993 in contrast in 1990 the rate was -9 7% However for the general public the symbols of the Balcerowicz Plan have always been inevitable bankruptcies of state-owned enterprises and a considerable rise in unemployment Unemployment practically unknown in a planned economy began to soar exceeding 16% in 1993 Undoubtedly the Balcerowicz Plan was partially modeled on the concepts forwarded in the Washington Consensus At the beginning of transition in Eastern Europe this set of rules designed to help crisis-wracked developing countries was treated as a universal prescription In Poland the Balcerowicz Plan continues to cause major disputes particularly over whether there was no alternative to it or whether its high social costs were actually inevitable Today the attitude toward the Balcerowicz Plan remains a cause of the division among Polish economists: those who are perceived as representatives of the liberal or neo-liberal approach and those who more or less directly subscribe to the concepts of government interventionism or social liberalism Leading supporters of shock therapy in- As early as 1993 growing social discontent associated with social costs of the reform and the instability in the political sphere enabled a coalition of parties with roots in the Communist period to assume power again The largest proportion of the electoral vote was obtained by the Democratic Left Alliance SLD a left-wing party that was comprised of former members of the Communist party PZPR -particularly its more liberal fraction-and the Polish Peasants Party PSL which partially continued the tradition of the United Peasants Party ZSL ZSL was one of the two satellite parties that could act legally in the People s Republic of Poland the other party being the Communist party The years of the SLD-PSL coalition are difficult to evaluate in simple terms On the one hand fears that the coalition may attempt to restore the pretransformation order did not become a reality On the other hand although Poland enjoyed a relatively high rate of economic growth at the time numerous difficult reform-related decisions were avoided particularly regarding welfare spending An attempt at social reform was made by the next coalition government between the Solidarity Electoral Action AWS and the Freedom Union UW which came to power after the 1997 election Thereafter following the breakup of the coalition a minority AWS government introduced a legislation package that reformed albeit insufficiently welfare spending On account of its close ties with the Solidarity trade union it was rather difficult for the government to implement more radical reforms
The SLD-PSL coalition returned to power in the 2001 election; after the breakup of this coalition SLD formed a minority government The main achievements of that period include the conclusion of Poland s EU accession negotiations and joining the EU May 1 2004 Apart from adopting a new Polish constitution in 1997 20 and joining NATO in 1999 this was one of the most important events in the history of Polish transformation Unfortunately the public associated the SLD government with various negative phenomena that were symptoms of what is called a weak state and peripheral capitalism In 2005 under the banner of a radical restructuring of the state power was assumed by the coalition government of the Law and Justice party PiS and two smaller coalition partners The main aim was to build a Fourth Republic which in terms of ethical and moral standards was to be superior to the Third Republic a product of the transition period In economic terms Fourth Republic ideologues made rather explicit references to the statist concept 21 Due to the difficulties of maintaining the coalition an early election was called in 2007; as a result of this the Civic Platform Party PO and the Polish Peasants Party PSL assumed power PO the senior coalition partner is a center-right party that is economically liberal and moderately conservative in social and moral matters
In order to recapitulate this brief description of Polish politics since the beginning of transition the instability and volatility understandable in a young democracy of the country s political scene must be emphasized Some of the parties that formed coalition governments in the past AWS UW no longer exist; others have lost much of their popular support SLD Although political instability is not conducive to economic development there is no doubt that none of the governments has taken action to evidently undermine the principles of a market economy Poland is classified as a country that continues to possess an unsatisfactory level of economic freedom with a relatively high for European standards level of corruption However at the same time it is a country that is visibly reducing its distance from better-developed countries Although unemployment in Poland has been increasing recently 11 0% at the end of October 2009 it continues to be much lower than in Polish economics has transformed over the two decades of transition just as the Polish economy has It is worth noting that at the beginning of the transition period certain people suggested a radical break with the traditions of the previous system This would have involved invalidating academic degrees and titles awarded in the Communist era or at least in re-verifying them with the help of invited Western economists; however eventually nothing of this kind happened Moreover there was no change in academic staff for example by imposing premature retirement onto those whose entire academic careers had been formed in the People s Republic of Poland When the Law and Justice party was in power an attempt was made to conduct lustration i e to disclose the names of people including those in academic circles who had cooperated with the Communist secret police However this idea did not materialize completely
The lack of implementation of various radical initiatives against the academic community since the beginning of transition can be partially explained by a greater liberal line of thought after 1956 in Poland as compared with some other East European countries Owing to this relative liberalism there were rather few economists or other members of the academic community even if they were very influential figures who supported the orthodox or dogmatic versions of Marxism In Poland-unlike in the Soviet Union-it was not obligatory to quote Marx Lenin or the current First Secretary of the Communist party in almost every economic publication Consequently a large proportion of Polish economists were those whose research was characterized by a relatively low level of ideological contamination
The beginning of transition in Poland brought about a radical change in economic curricula Fundamental subjects such as political economy of socialism and capitalism were replaced with macroeconomics and microeconomics Polish economists began to adapt their research to major trends of modern economics A majority of them subscribes to the ideas of what is known as mainstream economics although recent years have witnessed an increased popularity of various types of institutional and behavioral economics The weakness of Polish economics continues to be the limited number of publications in prestigious English-language periodicals In effect Polish economics continues to be little known in the world As has been mentioned earlier the academic community still identifies Polish economics with names such as O Lange and M Kalecki However the increasing international activity of younger Polish economists raises hopes that in the near future Polish economics will be associated with the achievements of a much larger number of economists
V Conclusion
The aim of the present article that describes the development of the Polish economy and Polish economics was not to conduct a detailed analysis of hard statistical data or present the achievements of particular scholars Instead the author attempted to familiarize the reader with the complexity of the Polish developmental path and its ensuing consequences Both the Polish economy and Polish economics would probably have been at a different developmental stage today had the Polish state managed to avoid its fate as early as the eighteenth century when the country was partitioned had the world not fought two world wars in such a short period of time and had World War II not led to a world divided by the Iron Curtain On the other hand given the country s complex situation it must be stated that the entire period of two decades of transition analyzed here have produced very positive results Marek Ratajczak: Pozna University of Economics Poland Notes 1 A discussion of the complexities and evolution of political and economic terminology used in Poland in the years 1945-1989 is beyond the scope of this paper As mentioned above according to official terminology Poland s political system of that time was referred to as socialism The system was considered to be a transitional stage that preceded the emergence of a Communist system at an unspecified time in the future It must also be remembered that the word communism was not included in the name of the ruling party which enjoyed complete political monopoly The organization s name was the Polish United Workers Party PZPR Various names were used to refer to the economic system the most common one being centrally-planned economy 2 In this context schools of commerce such in Cracow Poznań and Warsaw respectively must be mentioned All these privately owned institutions were nationalized several years after World War II Today they are Poland s leading economic research and edu-cation centers with a university status Apart 
